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MCI Telecommunications Corporation (MCI), by its attorneys,

hereby submits its comments on certain petitions for

reconsideration or clarification of the Second Report and Order

(R&O) in the above-captioned proceeding.

Rural Telephone Company Eligibility. Several petitioners

seek a broadening of the definition of "rural telephone company,"

claiming that the current definition fails to provide telephone

companies serving predominantly rural areas an opportunity to

participate in PCS. (See, ~, NTCA at 13; US Intelco at 11.)

MCI opposes further liberalization of the definition of "rural

telephone company." Expansion of the definition to include large

telephone companies which do not exclusively serve rural areas is

inappropriate.

Similarly, it is neither necessary nor appropriate to grant

consortia composed of rural and non-rural telephone companies

designated entity status for bidding purposes, so that rural

telephone companies will have an opportunity to participate in

PCS. The Commission has properly focused on the opportunities

for direct participation of rural telephone companies in PCS, and

it should continue to do so. Proposals such as that put forth by
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TDS (Petition, at 2-3), which would allow a large non-rural

telephone company to hold up to 60% of a consortium license,

sUbject to a requirement to offer "at cost" some portion of its

equity interest to qualifying rural telephone companies, should

be rejected.

Disclosure of Bidder Identity. Two petitioners seek

reconsideration of the Commission's decision to protect the

identity of bidders from disclosure. Southwestern Bell (at 8-10)

asks the Commission to announce both the amount of the high bid

and the identity of the high bidder at the end of each auction

round. Similarly, GTE (at 4-6) asks the Commission to issue a

pUblic notice or similar document in advance of the auction

identifying the entity associated with each bidder number.

Both petitioners assert, albeit inaccurately, that the

Commission's sole basis for protecting the identity of bidders is

concern for collusion, and claim that the fact that bid rigging

is illegal provides an adequate deterrent to collusion. Mcr

sUbmits that even if collusion were the only issue, the

Commission's decision to mask bidder identities would be a

prudent additional safeguard, given the lack of experience with

spectrum auctions.

Both Southwestern Bell and GTE have ignored the Commission's

other expressed concern with unmasked bidding, the potential for

strategic manipulation. See R&O para. 158 and n. 118. Anonymity
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during bidding, as discussed by Professors Harris and Katz in the

cited reference, makes it harder for bidders

to make preemptive bids designed more to harm specific
competitors .•. than to allow the efficient and desirable
provision of services.

strategic manipulation, referred to as "speculative hold-up" by

Professors Harris and Katz, provides a separate and independent

basis for bidder anonymity.

GTE asserts that unmasking bidders during bidding is

necessary to prevent outcomes like those observed in Australia,

where winning bidders submitted highly speculative cascading bids

and then deliberately defaulted, reSUlting in awards to the next-

highest bidders -- themselves. The Commission has already

adopted several other measures to prevent the situation described

by GTE, including substantial upfront payments, and substantial

penalties for bidder default. Given the adverse consequences

of revealing bidder identities (i.e., bidder collusion and

strategic manipulation) and given Commission safeguards against

speculation, bidder identities should not be revealed.
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WHEREFORE, MCI urges the Commission to take its views, as

expressed herein and in MCI's petition for reconsideration, into

account in its deliberations in this proceeding.

Respectfully submitted,

MCI TELECOMMUNICATIONS CORPORATION

By: tX~oge~
Donald J. Elardo
1801 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
(202) 887-2727

Its Attorneys

Dated: June 29, 1994
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